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INTRODUCTION
China has become a more and more powerful player in the global arena. In 2010, it overtook Japan's 42-year reign in the world's No.2 spot of biggest economy, right behind the U.S.
3 Accompanying this rapid growth is the country's aggressive global expansion, mainly through exports and outward foreign direct investment ( (Deng, 2007; Gubbi, Aulakh, 3 Wall Street Journal:
http://online.wsj.com/article/SB10001424052748703361904576142832741439402.html#project%3DJC HINA0111%26articleTabs%3Dinteractive 4 All monetary units in this article refer to U.S. dollars.
Ray, Sarkar, & Chittoor, 2009; Morck, Yeung, & Zhao, 2008; Mutinelli and Piscitello, 1998; Shimizu, Hitt, Vaidyanath, & Pisano, 2004; Sun, Peng, Ren & Yan, 2010; Tihanyi, Griffith, & Russell, 2005) , a growing stream of literature has examined the role of the state in driving China's OFDI from the perspective of political economy (Luo et al., 2010) , of institutional determinants (Ren, et al., 2011) , and of state capitalism (Bremmer, 2010) . This literature point out that there are significant influences of policy and regulation schemes. Informal institutions are also found to play a role. This literature helps shed light on how the unique political and economic institutions shape a country's OFDI trend and behaviors.
On the other side, the OLI paradigm is the most prevalent one to explain the driving forces of OFDI (Dunning, 1981) . It serves as a framework for analyzing the decision to engage in OFDI, based on three kinds of advantage that FDI may provide in comparison to other business activities such as export: ownership (O), location (L), and internalization (I).
Firms possessing these three aspects of advantage would obtain a competitive edge in their international production and investment. So far, there is no a second paradigm that can render similar explanatory power. For instance, at the organizational level, there is no competing theory like the OLI paradigm which has successfully explained the emergence of Western
MNEs such as the American and Japanese multinational corporations.
However, little research has been done on integrating the above mentioned broader political and institutional perspective with this classical OLI paradigm to explain the ongoing new phenomena in international business. Such limitation brought forth two important problems in theory. First, new explanations suggested under the above institutional analysis may be helpful to explain specific OFDI phenomenon, however, little is known about how well it fits into contexts such as the Western countries which is facing greater economic challenges, especially after the 2008 financial crisis. Second, the OLI paradigm is not successfully employed to explain emerging economies' MNCs' OFDI partly because that the discussion is limited in the scope of the theory, particularly, and fails to incorporate the institutional elements into the OLI framework.
To tackle the above limitations, we suggest that more research shall be done to integrate the theoretical elements of OLI and the institutional perspectives and the political economy perspective (Dunning & Lundan, 2008b) . In our other work (for example, Ren et al., 2011; Sun, Peng, Ren, and Yan, 2010) , we have discussed the role of the state and their association with the O, L and I-specific advantages or disadvantages and their roles in Chinese firms'
internationalization. There are other important efforts in the field as well (for example, Lenway & Murtha, 1994) . These studies helped us to build a theoretical link between the traditional MNE theories, the institutions and the role of the state in analyzing the firms' OFDI activities.
In line of Dunning & Lundan (2008b) , and grounded on our earlier discussion about
Chinese firms' internationalization (e.g., Sun et al, 2010; Ren, et al, 2011) 
THEORETICAL FRAMEWORK
To achieve a unified framework within which to accommodate both firm and country specific considerations, we have chosen to use and to extend the analysis of John Dunning's "eclectic paradigm", or OLI paradigm (Dunning, 1981) . Dunning argues that the three kinds of advantage that FDI may provide in comparison to other business activities such as export:
, and internalization (I), would help firms obtain a competitive edge in their international production and investment. Dunning (1981) further argues that there is a relationship between a country's net foreign direct position and its structure and the level of economic development, which is regarded as a process of structural change. Such structural change affects both inward and outward investment (Durán and Ubeda, 2001) .
Ideally, as a country develops, the conditions for domestic and foreign economies change, affecting not only FDI flow but also OLI advantages and vice versa. Furthermore, Dunning & Lundan (2008b) 's breakthrough work incorporates institutional analysis into OLI paradigm, emphasizing the role of various "institution" in shaping OLI.
Dunning's past and present OLI paradigm
Getting back to the rationale behind OFDI and international production, FDI activities by multinational firms add value by increasing returns to corporate investment in R&D, brand creation, and other ventures with large fixed costs and high transaction risk in the market (e.g., Buckley and Casson 1976) . Over the recent decades, the composition and significance of competitiveness-enhancing assets have changed (Dunning & Lundan, 2008b) , from pure production-capability related assets such as patent and technology to more institutionally related assets such as brands, corporate cultures, and human capital. As "the tangible resources and intangible capabilities available to firms have become more knowledge-intensive and relationally based" (Dunning and Lundan, 2008b: 574) , these have largely led to the development of ownership-based theories and institutional-related theories for multinational firms by Dunning and his colleagues (for example, Dunning and Lundan, 2008a) . Among these insightful theories and views, Dunning's eclectic theory of international production is such a classic framework for analyzing the motivations and the strategic choices of international production and investment activities of multinational firms. Below we briefly lay out the main pillars of Dunning's OLI paradigm that have been developed up to date, and discuss the potential linkages with state institutions. By doing this we aim to incorporate the role of the state into the OLI paradigm for analyzing Chinese firms' internationalization.
The ownership advantage (O)
The ownership advantage (O) (or firm specific advantage) refers to the advantage that is exclusive to firms in other countries. It suggests that the superior productivity is managerially related, such as the knowledge-related and relationally related assets (the ownership-specific effect), as "the productivity differences were presumed to rest on the spatially transferable intangible assets of the parent company" (Dunning, 2001: 174 
The location advantage (L)
The location advantage (or the country-specific advantages) describes the location specific component of any productivity differential -the non-transferable characteristics of a country's economy, which comprise the host country advantageous factors. Cost of labor, market potential and government policies of host countries are crucial parts to decide the locations for OFDI. It generally predicts that MNEs are more likely to invest in more institutional-friendly countries, usually with better regulations and legal systems, higher investor protection mechanisms as well as lower entry barriers. Of course the institutionally related location advantages of countries are likely to be highly situational and to differ considerably among different countries (Dunning and Lundan, 2008a) . At the same time, the firm must use some host-country "foreign factors" in combination with its native firm specific advantages in order to earn full rents on these location advantages.
The internalization advantage (I)
The internalization advantage is about how firm-and country-specific institutions have conditioned foreign market entry mode depending on the motivation for firms to invest outside. The internalization factors explain the firm's propensity to internalize cross-border structural or endemic imperfections in the intermediate goods market (Dunning & Lundan, 2008a; Dunning, 1980) . To minimize the cost of internalization, multinational firms have several choices of entry mode, ranking from the market (arm's length transactions and sell or buy decisions) to the hierarchy (intra-firm coordination and the wholly owned subsidiary decision). Transactional advantage generated from firms' capabilities to manage both internal and external relationships (Rugman and Verbeke, 1992; Rugman, 1996) . 
The OLI paradigm incorporating an institutional view
Drawing from the work by Douglass North, the most recent study by Dunning & Lundan (2008) has further extended the building blocks of the OLI paradigm by incorporating institutional analysis into the framework. Their work taps on the emergence of the Asian network MNEs which exemplify the new organization forms, and tries to bridge both the macro and micro levels of analysis, and encompassed both formal and informal institutions, thus advances our understanding of contemporary MNEs. They suggest that the design and implementation of incentive structures and enforcement mechanisms, which originate from specific external institutional arrangement, affect all three parts of the OLI paradigm. When it turns to China's case, we believe the strong involvement of the state will influence firms' international investment through specific incentive structure and enforcement mechanisms. Hence, further extension of the OLI framework will be centering on institutional drivers and the underlying incentive mechanisms shaped by the state. Definitely, what caused the Chinese SOEs' going global and going so rapidly? Are the motivations and behavioral patterns of the OFDI in the formal economic sector a direct product of the State's influence, and how? We argue that the state is able to offer direct coercion and exert strong enforcement on a major part of the OFDI, particularly, the SOE-related OFDI. To achieve her influence, the state establishes obligatory incentive mechanisms of managers and directors of major SOEs, to influence their decision making and economic activities. The incentive mechanisms accompany a special personnel arrangement within which managers and directors of SOEs are directly appointed by the state and lay their career on political cadre promotion. This institution even holds after the massive (but incomplete) privatization reform.
Consequently, they carry out state wills in their OFDI strategies, which are either political objectives or economic ones. Economic objectives focus on profitability of the firm, the industry and the country in general; while political objectives focus on using the firm as a vehicle to benefit the state and its politicians or parties, which are not necessarily in alignment with the economic profits of the firm, the industry and the country. First, the state control insulates inefficient management from the market principle of profit maximization.
Second, managers with a strong political bond may work to serve the political goals of the politicians, rather than the economic goals of the business activity itself. Furthering the discussion with a shareholder economy perspective, managers act deviating from pursuing profits are considered as inefficient and the agency problem arises.
Indeed, we can define the above mentioned state-firm or state-manager relationship generating a mechanism or system in contrast to the market for corporate control which is well-established in the capitalist economy. We define this system a 'state for corporate control' system -a result of socialist planned economy that help shape the Chinese formal economic sector. We suggest that this is the fundamental difference between the capitalist economy and China. In the former case, institutions and transactions are created following a market side rules, yet in the later, created following a command side rules. This difference will surely influence China's OFDI. One salient consequence is that under this system, the OFDI business activities may go beyond the traditional economic profit maximization view shaped under different OLI. It renders greater room for more alternative view incorporation such as the political power maximization within the country, thus calls for better explanations on why Chinese firms go abroad.
A state-stewardship view on Chinese firms' OFDI
Having discussed the institutional setting of Chinese firms, we then would like to ask: Specifically, we use the term "state-stewardship" to describe the fact that in principle the SOE managers are responsible to the state. They actually act like the "stewards" of the state, and work to fulfill both the economic objectives of the country (not necessarily the firm) and the political ones of the state. We define such "state-stewardship" being shaped by three institutional building blocks: the organizing principles, the incentive structures, and the enforcement mechanisms. The organizing principles can be simply understood as state involvement in every level of the economic and social development of the firm, it could be further classified as an organizing principle (P) and an organizing principle (E).
For the organizing principle (P), P is for political power, it requires that the SOEs' varieties of activities shall be fundamentally state-driven, aligned with the goals such as enhancing political power and conforming to ideological requirements. For the organizing principle (E), E is for economic power, it requires that the SOEs' varieties of activities shall be able to help achieve the state-related sectors' economic growth and power. The reason that we classify as above follows Marxism about the dynamic relationship between "economic foundation" and "superstructure". As both are important, for current China, maintaining the mutual balance and pursuing for both are the fundamental considerations of the communist party.
What deserves to note is that managing such a balance is hard for both the state and the SOE per se. As some political command from the state to SOEs are destroying the enterprises' competitiveness (such as allying with a nearly-bankrupt SOE partner), and some economic decision makings may not necessarily help build political coherence (such as refusing the above command but shift to merge with a more efficient private partner firm).
This suggests that we have to pay attention to the incentive structures and enforcement mechanisms. Hence, how the SOEs and the managers, i.e. the state-stewards are motivated to help build the above foundation? And what fundamental limitations of the above organizing principles may generate through a hard to manage incentive structure and enforcement mechanisms to the whole system? First, the coexisting organizing principles (the P-E principle) will determine the incentive structures that are used to motivate the state stewards to pursue for the state's long term goals.
In particular, they help generate a dual track incentive structures. The political organizing principle requires motivate the state-stewards to maximize the political benefits of the state.
And the economic organizing principle requires motivate the stewards to maximize the economic ones. The state needs to make sure these state-stewards in line with the state's interests, hence, their managerial behaviors and firm activities can maximize both of the state's political and economic benefits.
The state uses many methods to achieve this interest alignment. The first method is to set a stratification structure to group the SOE sector, amongst which, the centrally controlled and locally controlled SOEs (or the different industrial SOEs and the different regional SOEs)
enjoy different benefits such as in governmental support of essential resources and opportunities. The second method is to set a political cadre promotion system where the SOE managers can pursue for their career advancement over the ladder step by step or via a big jump. Within such ladder, different levels of cadres are equipped with different set of benefits, but by nature, all are entitled as government officers, enjoying the miscellaneous political and economic remunerations.
The first incentive structure can help enhance the effect of the second. If a SOE is classified in the top-tier level in the economy, the peculiar SOE managers will be rewarded the most higher incentive at the aforementioned aspects. But for these SOEs and their managers, satisfying the dual track goals (under the political and the economic organizing principles) will be more demanding and challenging.
Finally, the enforcement mechanisms are mainly relying on the coercive power of the state in punishing the state-stewards (the SOEs and the managers) when they violate the state's will or when their status and works are perceive as less satisfactory. The punishment goes with either lower a SOE's status or removing a manager's political cadre position. There are various kinds of such enforcement mechanisms, however, all centering on enforcing the state-stewards to be good stewards of the state. There is the particular administrative governance system there to help operationalize how the SOEs or managers may be strongly enforced in a positive (or negative) way (Ren, et al, 2011) .
Referring to China's OFDI, the SOEs' managers may conduct such activities overseas to pursue for political objectives shaped, motivated and enforced by the political side. For example, they go to Africa to help build bridges. They provide help to the poorly managed financial state, etc. They may also conduct economic business activities overseas for pursuing for economic objectives, shaped, motivated and enforced by the economic side. For example, they go to overseas markets to extract natural resources and acquire brands and technologies for building future economic competence. The economic side deserves further note. SOEs conduct overseas investment to seek new market opportunities, lower transaction costs, and enhance profitability and increase shareholder value. At the personal level, the state-stewards have to strongly solidify their political career and getting SOEs' economic goals achieved.
However, some time, these stewards paid much more attention to their promotion in the political cadre system than to the economic value they made, suggesting that such economic structure mixed with the political ones suffer in nature the second type of inefficiency (the inefficiency of the state for corporate control in relative to the inefficiency of the market for corporate control). (Ren et al., 2011) , we already applied an institutional perspective to study the role of the state in shaping Chinese firms' OFDI activities, and we identified five institutional determinants, namely the formal institutions as policy, bureaucratic administration, and government ownership, as well as the informal institutions as state ideology and national pride. Later we will discuss how these five institutional aspects play a role in shaping Chinese firms' OLI advantages. However, we feel those are far from exhaustive; it is plausible to extend our scope and examine the state roles from more concrete perspectives, and see how they actually function to impact Chinese firms' unique OLI advantages or disadvantages. Therefore in this paper we further look at the impact of direct FDI policies, the impact of macroeconomic policies (particularly the exchange rate policies and interest rate policies), and the OFDI of Chinese financial intermediations.
Direct OFDI policy schemes
The state deliberately designs policy schemes in favor of its steward firms (SOEs) to carry out its political and economical strategies globally. As in the regime of OFDI, it is seen that a state-controlled mode has led to efficient and relatively successful deals conducted by Policies from state controlled economies like China naturally enjoy high policy-consistency and policy-discrimination (Murtha & Lenway, 1994) . As what Murtha & Lenway suggest, policy consistency refers to governments' capabilities to commit themselves, to consistent courses of action over time. This is because: (1) Chinese government constitutes these policies deliberately under the complex bureaucratic system. Every piece of policies would not be issued without thorough examination and approval (a detailed description of the examination and approval process of China's OFDI could be found in our earlier work); (2) Chinese government has strong enforcement to "order" companies to follow these policies; (3)
Although China lacks well-established legal framework and clear property rights protection which would weaken policy constancy, China has its unique administrative governance to enhance the constancy of policies.
Policy discrimination means that the policy-makers could isolate the policy target such as certain industry or even a specific firm and make discriminated policy for it without disturbing the others 12 . This is because resources are largely at the mercy of the state. The government is able to allocate resources to the target it wants as well as to prevent the others from utilizing them. Both of the two characters of policies in China would help strengthen the effect of them and make the targets (firms, industries, etc) willingly to obey those policies.
Those policy discrimination and consistence, along with ownership, bureaucratic system and other formal institutional regimes as proposed in our earlier work, are closely tied to the state-centered political system. They jointly influence the resource allocation and residual claim of the economy and enterprises, which in turn shape the expectation of politicians and managerial agents thus their political and managerial behaviors in OFDI.
Indirect macroeconomic policy schemes
We also look at other "indirect" policy schemes, which, in theory, might affect firms' motivation and strategic choice of international investment and the aggregate OFDI flow, while in practice, are not deliberately designed by the state in guiding firms' OFDI. These indirect policy schemes include macroeconomic policies such as exchange rate policies, interest rate policies and monetary policies. Since change of macroeconomic policies can be regarded as a risk for firms, the positive risk will encourage firms to go out while the negative ones make them think twice before taking actions.
Interest rate policy
Bank interest rates in China are regulated. Increases of loan interest rate often result in less credit borrowing for investment, including investment in other countries. However, since the mid-1995, China's central bank has continuously raised bank loan rate to combat inflation, though mostly at a decreasing acceleration rate. This period also witnessed continuous surge of China's OFDI, as shown in Figure 1 depicting OFDI varies heavily from year to year and has several extreme points which can hardly be achieved by natural development. We therefore bring in the state institution to explain such pattern. The rate rises and drops with extreme statistics largely coincide with major policy adoption for artificial stimulation during the evolution of OFDI policies as shown in our 13 We focus on loan rate instead of deposit rate as it measures the credit constraints of firms' financial activities thus have more implication to their outward investment. We use the nominal interest rate to draw a rough picture to illustrate the trend of interest without taking into account of other real interest rate factors such as inflations.
earlier work (Ren et al., 2011) . Consequently, once state has been involved in OFDI via policy, administration and ownership arrangement, it exerted strong influence on forming Chinese firms' ownership advantages. This is achieved through strong execution power and policy tilts, as well as isolating these firms from exchange risks through policy discriminations towards certain industries. Such observation might be due to the fact that the direct OFDI policy impact dominates the indirect macroeconomic policy impact, both controlled by the state. Direct OFDI policies as overwhelming orders enforced by the state decision-makers are the peculiarity of Chinese firms' OFDI (Ren et al., 2011) , they normally have much stronger influence than the indirect policies that serve as induction factors, though it is not clear which one of them is stronger.
It is worth noting that interest rate and exchange rate policies matter more for private firms with exporting businesses. That is to say, private firms are vulnerable to change of these macroeconomic policies. Meanwhile, due to discriminatory policy support and financial support, SOEs are isolated from these policy variables in their OFDI. Thus the majority presence of SOEs in the OFDI markets makes the overall OFDI flow seem uncorrelated with the interest rate and exchange rate changes.
The role of Chinese state-owned financial intermediaries
A new compelling observation of China's OFDI is the OFDI by Chinese financial intermediaries, such as policy banks, commercial banks, investment banks, insurance companies and the sovereign wealth fund --China Investment Corporation (CIC). Regarding the motivations of these financial intermediaries' OFDI, many explain from a "Western view", that the expansion of China's financial services overseas is mainly to utilize the wealth of the Chinese diaspora, learn advanced techniques and diversify earnings sources.
We distinguish between internally-and externally-driven motivations. The above reasons are mainly internally-driven motivation that Chinese banks implement a classic "follow your customer" strategy. We acknowledge that such profitability motive is indeed salient, but we argue more for the externally-driven motivations which are imposed by the state. The OFDI of financial intermediaries on one hand aims to enhance the their own global competence The majority OFDI industrial parties are in strong need of financial services and support in overseas markets. However, due to politically sensitive concerns and high costs of borrowing from host country banks, they are usually lack of financial sources in host country.
From a country level perspective and adopting the institutional and political view, the motivation of Chinese financial intermediaries' going abroad together with their industrial clients might also result from the state's will and intervention. There are two possible mechanisms. One, the Chinese government might pay close attention to whom their major China's specific state-controlled institution arrangement, OFDI-decision of its banks may be accompanied with strong state strategies which may easily alerts regulators in host countries.
In addition, minority ownership stakes are usually an outcome of managing risks in an environment with higher institutional distance and possible discrimination, or an ownership control battle. Hence, rationally, Chinese banks would prefer not to use full acquisition or majority ownership acquisitions which involve high resource commitment and high potential risks management.
We argue for two reasons for Chinese financial intermediaries' fast and successful internationalization in the recent years. First, contractual joint venture approach is relatively a mild way which does not grant complete control power to Chinese banks compared with direct "buy". Naturally, the "ally" approach will appease the unwelcome mood in regulators' mind. Second, the success of internalization cannot be achieved without the endeavor of as major government-bond purchases, has begun to respond. These acts have paved the road for Chinese non-financial MNEs to enter these developed markets more smoothly.
At this very time, Chinese financial intermediaries' investment may be an aid to some troubled banks in western countries. As across Europe, plentiful opportunities exist for eager acquirers or investors to pick through the wreckage of the continent's banking boom and bust.
Some European governments such as Ireland, Greece and Spain are actively courting outside aid. This earns Chinese financial intermediaries much credibility and influence worldwide, further paving the road for further more aggressive OFDI by Chinese industrial firms into these markets. This state push also echoes with RMB's internationalization, which would enhance internalization advantages for Chinese MNEs operating in foreign markets, thus helps reduce significant transaction costs.
However, the OFDI of Chinese financial intermediaries may take a long way before being able to substantially create internalization advantage. Concerns have arisen regarding
Chinese firms' inability to sustain its internalization advantage. Many have criticized the distorted capital structure and investment are propelled by the governance structure of large SOEs, such as it fails to effectively promote managerial incentives of seeking higher profitability and efficiently monitoring and controlling managerial opportunistic and empire building behaviors.
To summarize, China's recent OFDI surge is likely a manifestation of specific state-oriented direct policies, the vast presence of SOEs carrying out state wills, and the OFDI of the state-controlled Chinese financial intermediaries in support of other non-financial Chinese MNEs' internationalization. In the following analysis we try to incorporate such role of the state into the OLI paradigm within the institutional framework, especially from a "state-stewardship" view, to further examine how the state has reshaped
Chinese firms' OFDI advantages and strategies.
DISCUSSIONS

Explaining Chinese MNEs' OLI advantages from a state-stewardship view
The above analysis, along with the theoretical framework on formal and informal institutions raised in our previous work, join together to offer an in-depth look into the determinants of OLI advantages or disadvantages. To synthesize the above discussions, we argue that Chinese MNEs enjoy the following specific OLI advantages.
The specific-ownership advantages include strong political and economic execution power boosting firms to invest abroad, policy tilts/discriminations towards (privileged) SOEs carrying out national goals, policy consistency at both the country and the firm level to ensure top-down enforcement, being isolated from domestic interest rate and exchange policy risks, managers' unique incentive structure and ideological compliance to the state will, etc. The factors that create these specific ownership advantages include the vast presence of state ownership in OFDI, the design and implementation of the obligatory dual-incentive structure of those state-steward managers of SOEs and the enforcement mechanisms granted by the state.
The specific-location advantages include preferential policies towards certain regions and industries with strategic assets, shortened institutional distance between home and host countries, and more experience with incomplete and indulge institutional features (so more capable in handling unfavorable regulations and navigating around the obscure political constrains) 15 , etc. The factors that create these specific location advantages include the national-level political and economic institutions that are in line with Chinese state's development strategy, the political relationship with China, and the easiness of the market for
Chinese financial intermediaries to enter. With the strong state-privileged power, Chinese firms could implement more complex entry modes to acquire these assets, regardless the transaction costs involved. The unique internalization advantages are manifested by the vast presence of "buy and ally" entry modes (especially direct acquisition), as the state intervention could help Chinese firms more effectively integrate with their foreign counterparts through strong execution powers.
The location advantages are obtained through shortening institutional distance enforced by the state political and cultural relationship through policy influence and ideological influence, to orient Chinese firms' OFDI towards the destinations that could more favorably serve the state's needs. However, such location distribution could also be "distorted" due to the state's incentive mechanism that induces Chinese CEOs to invest in tax heavens and other regions with institutional voids. It is hard to tell which advantages under the state influence would be stronger and more significant, but it's worth pointing out their relative functioning regimes. These unique OLI advantages of Chinese multinational firms discussed in our two papers could be summarized in Table 2 .
[Insert (Ren et al., 2011) , also manifest the economic incentives of Chinese firms aside from the political ones: to obtain technologies, better manage skills, to broaden international markets and opportunities that Chinese firms carry with.
In other regimes, China is now expanding its power to the world in all rounds which brings a series of changes to the state influence. First, the exchange rate policy is starting to function to affect export and stimulate value-chain-upgrade. Meanwhile, to heal the inflation and control problems in real estate realm, the interest policy has turned to be more flexible.
Since these are new trends in the country where market economy still remains in progress, the changes can be risks for companies. However, China's special institutions have distinguished OFDI firms when faced with these risks. Unlike companies in other countries, Chinese firms' OFDI volume does not reveal a negative trend with loan rate. Such evidence has already been shown in the earlier section (referring to figure 1, 2 and 3 economic data scientifically and completely are always necessary in pushing the truth-telling progress of the government. These are our social responsibility that we could not simply shy away from. Thinking about Japan's boom in 1990s but its later recession, one has to be cautious in optimistically arguing China's rise.
IV. CONCLUSION
Contributions of this paper
This paper complements the theoretical framework of our earlier work that applies an institutional perspective in analyzing the role of the state in Chinese multinationals' OFDI. In that priori work, we proposed that both formal institutional factors such as policy impact, bureaucratic system and state ownership (SOE), as well as informal institutional factors such as national pride and state ideology, would significantly influence Chinese firms' OFDI motivations and strategies. In this paper we supplement our existing framework with new aspects such as the role of direct FDI policy scheme, macroeconomic policy scheme, and
China's state-backed financial intermediaries. More importantly, we propose a state-stewardship view on Chinese firms' OFDI to integrate these two conceptual theoretical papers by modifying the classic OLI paradigm. Moreover, the potential concerns on political conflicts and resistance that might affect the sustainability of China's overseas investment are further elaborated on.
Taking these aspects into account helps us complete our conceptual framework on the role of the state in China's OFDI from an institutional perspective. Specifically, by applying Dunning's OLI paradigm in a new setting, we look at how the state reshapes Chinese firms' ownership, location and internalization advantages through policy trajectory, ownership trajectory, and ideological trajectory. The new OLI advantages under the state influence help explain the movement and patterns of Chinese firms' OFDI activities to a greater extent.
Future research directions
As our second paper in discussing China's OFDI, This paper aims at filling in the spaces left in our earlier work. So far we are still at the intermediate stage in exploring the institutional content of China's OFDI, and therefore our next step would be empirically looking into the institutional driving forces behind these international investments -This would be our third leg of the "role of the state" trilogy. However, some concerns arise regarding the precise measurement of those factors. In particular, informal institutional factors such as state ideology and national pride, as well as the indirect impact of ownership arrangement and ideological influence are difficult to be proximated. Furthermore, some proposed hidden driving factors such as the round-trip money issues are hard to find evidence.
Nevertheless, it is worth taking a brave step forward in proposing them and seeking for plausible proxies. We hope our institutional perspective and the state-stewardship view could help practitioners and academia in further understanding China's overseas expansion and rationally viewing the rise of the new China power in the world arena. 
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